
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Hatter of: 

THE APPLICATION OF THE SANDY HOOK 1 
WATER DISTRICT OF ELLIOTT COUNTY, 
KENTUCKY, FOR APPROVAL OF CONSTRUCTION, ) 
FINANCING, AND INCREASED RATES 1 

CASE NO. 9768 

O R D E R  

On November 18, 1986, Sandy H o o k  Water District ("Sandy 

H o o k " )  filed an application with the Commission requesting 

approval of the following: (1) the construction of an extension 

to an existing system, (2) the proposed plan of financing, and ( 3 )  

the proposed rate increase. KRS 278.190 (3 1 requires the 

Commission to decide a rate case within 10 months from the date of 

filing. Sandy Hook has been unable to meet the letter of 

conditions from t h e  Farmers Home Administration ("FmHA") in 

regard to i ts  proposed construction and financing. T h i s  in turn 

does not allow the Commission sufficient time to render a final 

decision concerning the construction, financing, and the requited 

revenue increase. 

A s  of the date of this Order neither Sandy Hook nor the staff 

hat3 sought a hearing in this matter. There were no intervenors 

and all requerted intormation has hoan kilod. 

On January 27, 1987, the Commission staff conducted a field 

review of sandy Hook's test period financial records and issued 

its report on June 1, 1987, containing s t a f f ' s  recommendations. 



I n  i t e  report staff recommended t h a t  S a n d y  Hook be g r a n t e d  t h e  

en t i r e  reqliested amount  of $ 4 6 , 2 6 3  b a s e d  o n  t h e  i n c l u s i o n  of costs 

a s s o c i a t e d  w i t h  t h e  proposed c o n s t r u c t i o n  project .  However, s t a f f  

has r e e v a l u a t e d  Sandy Hook's i n i t i a l  r e v e n u e  r e q u i r e m e n t  based o n  

t h e  e x c l u s i o n  of t h e  p r o p o s e d  c o n s t r u c t i o n  a n d  h a s  a r r i v e d  a t  a 
1 r e v i s e d  r e v e n u e  r e q u i r e m e n t  of $8,713. 

The Commission is of t h e  opinion t h a t  considering the record 

i n  t h i s  case a d e c i s i o n  r e g a r d i n g  t h e  p r o p o s e d  c o n s t r u c t i o n  a n d  

p l a n  of f i n a n c i n g  c a n n o t  be r e n d e r e d  a t  this t i m e  a n d  a f t e r  

c a r e f u l  r e v i e w  a n d  i n v e s t i g a t i o n  of s t a f f ' s  i n i t i a l  a n d  r e v i s e d  

r e c o m m e n d a t i o n s  t h e  Commiss ion  a f f i r m s  s t a f f ' s  r e v i s e d  recommended 

i n c r e a s e  of $8,713. T h i s  s h o u l d  a l l o w  S a n d y  Hook a d e q u a t e  c a s h  

flow t o  meet i t s  ob l iga t ions  and provide  for f u t u r e  e q u i t y  g r o w t h .  

T h e  Commission a d v i s e s  S a n d y  Hook t h a t  upon f i l i n g  f o r  Commission 

approval of its proposed cons t ruc t ion  i t  s h o u l d  seek t h e  

a d d i t i o n a l  r e v e n u e s  r e q u i r e d  by  t h e  p r o p o s e d  c o n s t r u c t i o n  project .  

Rate D e s i g n  

S a n d y  Hook proposed t o  c h a n g e  its p r e s e n t  t w o - s t e p  r a t e  

d e s i g n  t o  a g r a d u a t e d  s c h e d u l e .  The new d e s i g n  a l lows a more 

e q u i t a b l e  a l l o c a t i o n  o f  t h e  r e v e n u e  r e q u i r e m e n t .  T h e  p r e s e n t  

d e s i g n  places a n  e x c e s s i v e  burden  o n  t h e  l o w - q u a n t i t y  u s e r .  T h e  

1969 Bond6 $ 9 , 8 7 7  
DSC of 2 0 %  1 , 9 7 5  
O p e r a t i n g  E x p e n s e s  L e s s  

C o s t  d u e  t o  C o n s t r u c t i o n  4 5 , 1 5 9  
R e q u i r e d  Revenue  $ 5 7 , 0 1 1  
T e s t  Period A d j u s t e d  Revenue  < 4 8 , 2 9 8 >  
Revised Revenue Requi rement  $ 8,713 
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Coaanrission f i n d s  t h a t  t h e  proposed rate d e s i g n  w i l l  b e n e f i t  the  

ratepayer a n d  should be accepted as proposed. 

FINDINGS AND ORDERS 

1. The r a t e s  and  c h a r g e s  proposed by Sandy Hook would 

produce r e v e n u e s  i n  excess of t h o s e  found reasonable h e r e i n  a n d  

s h o u l d  be d e n i e d .  

2. The rates and  c h a r g e s  i n  Appendix  A are t h e  fair, j u s t ,  

and r e a s o n a b l e  rates and charges t o  be c h a r g e d  by Sandy Hook i n  

t h a t  t h e y  s h o u l d  produce a n n u a l  r e v e n u e s  of $57,011. 

3. W i t h i n  30 d a y s  of t h e  date of t h i s  Order, Sandy Hook 

s h o u l d  f i l e  w i t h  t h i s  Commission i ts  r e v i s e d  t a r i f f  sheets s e t t i n g  

o u t  t h e  rates approved h e r e i n .  

4 .  Upon s a t i s f a c t o r y  c o m p l e t i o n  of i t a  FmHA f i l i n g  

r e q u i r e m e n t s ,  Sandy Hook s h o u l d  f i l e  a m o t i o n  t o  r e o p e n  this case 

and  seek a Commission O r d e r  based o n  f a c t s  a l r e a d y  in t h e  record. 

I T  IS THEREFORE ORDERED t h a t :  

1. The r a t e s  and  charges r e q u e s t e d  by Sandy Hook be a n d  

they are h e r e b y  d e n i e d .  

2 .  The rates and  c h a r g e s  i n  Appendix A are t h e  f a i r ,  j u s t ,  

and reasonable rates and charges t o  be c h a r g e d  by Sandy Hook on 

and a f t e r  t h e  d a t e  of t h i s  Order .  

3 .  W i t h i n  30 days Of the date of this order, Sandy Hook 

s h a l l  f i l e  w i t h  t h i s  Commission its r e v i s e d  t a r i f f  s e t t i n g  o u t  t h e  

rates approved h e r e i n .  

4 .  Sandy Hook's a p p l i c a t i o n  r e g a r d i n g  c o n s t r u c t i o n  and  

f i n a n c i n g  is h e r e b y  diemiseed w i t h o u t  prejudice. 

-3 -  



Done a t  Frankfort, Kentucky,  this 18th day of Septedxrr, 1987. 

PUBLIC SERVICE COMMISSION 

I 

ATTEST! 

I L  ce Chairman 

- 
Executive Director 



. 
APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 9768 DATED 9/18/87 

The f o l l o w i n g  rates a n d  charges are prescribed for the 

customers i n  t h e  area served by Sandy Hook Water Distr ic t .  A l l  

o t h e r  ra tes  a n d  c h a r g e s  not 8 p e C i f i C d l l y  mentioned herein s h a l l  

remain the same as t h o s e  i n  e f f e c t  u n d e r  a u t h o r i t y  of t h i s  

Cammission p r i o r  t o  t h e  e f f e c t i v e  date of t h i s  O r d e r .  

Month ly  R a t e  

5 / 8  inch x 3 1 4  inch Meter 

First 2,000 g a l l o n s  
N e x t  8 , 0 0 0  g a l l o n s  
Next 10,000 g a l l o n s  
Next 10 ,000  g a l l o n s  
Over 30,000 g a l l o n s  

3/4 i n c h  Meter 

First 5 8 0 0 0  g a l l o n s  
Next 5,000 gal lons  
Next 10 ,000  g a l l o n s  
Next 10,000 g a l l o n s  
Over 30,000 gallons 

1 i n c h  Meter 

First 10,000 gal lons  
N e x t  10,000 gallons 
Next 10,000 gal lone  
Over 3 0 # 0 0 0  g a l l o n s  

1 1 1 2  inch Meter 

F i r s t  30,000 gal lons  
Over  30,000 g a l l o n s  

2 inch Meter 

First 50,000 g a l l o n s  
Over  5 0 , 0 0 0  g a l l o n s  

$10.25 Minimum B i l l  
1.75 per 1,000 g a l l o n s  
1 . 3 0  per 1 , 0 0 0  g a l l o n s  
1.15 per 1 , 0 0 0  g a l l o n s  
1 . O O  per 1 , 0 0 0  gallons 

$15 .50  Minimum B i l l  
1.75 per 1,000 g a l l o n s  
1.30 p e r  1 , 0 0 0  g a l l o n s  
1.15 per 1 ,000  gallons 
1.00 per 1 , 0 0 0  g a l l o n s  

$ 2 4 . 2 5  Minimum B i l l  
1.30 p e r  1 , 0 0 0  g a l l o n 8  
1 . 1 5  per 1,000 g a l l o n s  
1.00 p e r  1,000 g a l l o n s  

$40 .75  H i n i m u m  B i l l  
1.00 pe r  1,000 g a l l o n s  

$ 6 8 . 7 5  Minimum B i l l  
1.00 p e r  1 , 0 0 0  ga l lons  



. 
3 inch Meter 

F i r s t  100,000 gallons 
Over 100 ,000  g a l l o n s  

Bulk S a l e s  

First 1,000 gallons 
Over 1,000 g a l l o n s  

Returned Check Charge 

$118.75  Minimum B i l l  
1.00 per 1,000 gallons 

$ 3.00 Minimum Bill 
3.00 per 1,000 gallong 

$ 15.00 
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